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2 KEY ECONOMIC INDICATORS: JORDAN 


All values in million US $ Exchange rate as of June 1972 
unless otherwise stated US $1.00 = Jordan Dinar 0, 357 
ITEM, AND DATE OF ANY 1972 DATA SHOWN A B Cc ~ D 
% Change 


1969 1970 1971 1972 C/B 
INCOME AND PRODUCTION 


GNP at Current Prices 654 577 624 N.A. +8 
Per Capita GNP, Current Prices ($ units) 273 240 260 N.A. +7 
Agricultural Production (MT 1000): 

Wheat (Forecast for 1972) 159 56 168 190 +200 

Other Field Crops 76 18 59 N.A. +228 

Vegetables 219 208 241 N.A. +16 

Fruits 143 104 104 NA. Nil 
Industrial Production (MT 1000): 

Phosphates (Jan thru March 1972) 1087 939 640 102 -32 

Cement (Jan thru March 1972) 480 378 419 73 +11 

Petroleum Products (Jan thru March 1972) 464 446 558 161 +25 
Electric Power Production, Amman (Mil KWH) 

(Jan thru March 1972) 123. 120 134 37 +12 
Building Permits Issued, Amman (units) 
(Jan thru March 1972) 1132 851 559 139 -34 

MONEY AND PRICES 
Money Supply (March 1972) 269 295 302 301 +42 
External Public Debt ig2.°~ 185 143 N.A. +24 
Commercial Bank Credit Outstanding (Mar 1972) 126: “i127 131 136 +3 
Commercial Bank Deposits (March 1972) 160 162 167 168 +3 
Interest Rate, Commercial Banks Prime mo. 369 18 <a - 
Interest Rate, Commercial Banks Average 8.0 8.0 8.0 8.0 - 


Amman Cost of Living Index, 1967=100 (Mar 1972) 107.5114.8 119.7130.1 +5 
BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves 262 256 250 237 -2 
Held by Central Bank (March 1972) 
Balance of Payments -46 -18 -66 N.A. - 
Balance of Trade (Jan 1972) -148 -149 -182 -17 - 
Exports, FOB (Jan 1972) 41 34 32 2 -6 
U.S. Share Nil Nil Nil Nil - 
Imports, CIF (Jan 1972) 189 183 214 19 +17 
U.S. Share 9% 11% 23%* NA. - 


*Would have been 16% if two US-made commercial jet aircraft excluded. 

NOTE : Agricultural and industrial production figures are for East Bank only. 
Most other figures, theoretically at least, include both Banks. 

SOURCES: Department of Statistics, Central Bank of Jordan, US Dept. Commerce. 


SUMMARY 


After nearly a year of stability following the serious 1970-71 
internal disorders, the business and economic mood in Jordan 
is gradually improving. Adjustments are continually being 
made to counter the harmful Syrian border closing of July 1971, 
and in recent months even the Syrians have eased their re- 
strictions. Although overall import activity is high, market 
sales and turnover are only moderate. Inflation has gathered 
steam. The industrial picture is not exciting, with local in- 
vestors reluctant to take much medium or long term risk and 
not completely happy at facilities offered by the government. 
Urban construction has entered an upward trend that should 
continue. GNP has come back up to the 1969, pre-crisis level. 


Government finance remains a problem area but, thanks to ex- 
tensive budget support from the U.S. and Saudi Arabia, is 
manageable. The long-delayed 1972 budget gives proper em- 
phasis to development, and in fact the government is mounting 
an intense effort to regain a semblance of the development thrust 
that characterized Jordan before the June 1967 war. A 3-year 
development plan will be inaugurated in a few months focused on 
agriculture and industry, and intended to attract greater assis-~- 
tance from foreign donors, The country is blessed with a good 
1972 crop year, but must improve marketing practises and 
coordination if maximum benefit from production is to be achieved. 


The U.S. share of Jordan's market has been rising, assisted by 
the Jordan Government's policy of encouraging shipments via 
Aqaba and last winter's international currency revaluations. The 
environment for further increases in U.S. sales is good. With 
attentive commercial efforts, trading sales and profits can be 
made in Jordan despite the small size of the market. Large tender 
opportunities are scarce, but may develop as Jordan's develop- 
ment momentum builds up. 








CURRENT ECONOMIC SITUATION AND TRENDS 


The Marketplace Hurt by Syrian Border Closure, but Adjusting to 
the Situation 


Political repercussions to clashes between the Jordanians and the 
Palestinian fedayeen delayed the upturn in business and industry 
anticipated a year ago. Syria's closure of the border, in particular, 
caused a reduction of goods in the marketplace, fresh caution in 
terms of private spending and investment, increased prices, and 
the loss to Jordanian exporters of the European and northern Arab 
market. It dealt a severe blow to the Jordanian economy from which 
recovery began only in the spring of 1972. Although the Jordanian 
government had, during 1971, imposed a 20% import penalty on all 
goods not brought through the port of Aqaba, special permits could 
be obtained permitting importation via Beirut. Thus the Aqaba im- 
port regulation in itself did not unduly affect the local market. 
Syria's border closure did, and goods consigned to Jordan piled up 
in Lebanese and Syrian warehouses causing shortages to develop and 
causing damage to the goods themselves. 


During the early months of 1972, the Syrians showed a tendency to 
reduce the severity of the closure and to look the other way in some 
instances. In February, Syria granted permission for transit of 
Jordanian phosphates. By April, there was permission for Jordanian 
agricultural products to enter Syria. Although there is still a Syrian 
restriction against transit into Jordan of goods destined for Jordan 
from any country other than Syria, influential Jordanian importers 
with the right connections in Damascus are making some overland 
trade arrangements on an ad hoc basis. For the present, with the 
loosening of restrictions on the part of the Syrians, the most severe 
effect is the denial of Syrian airspace to Jordanian aircraft. This 
requires a significant detour via Egypt on the part of Alia (the Royal 
Jordanian Airlines) in its flights and is a definite traffic and revenue 
depressant. Alia recently announced suspension of its services to 
Beirut, which over a ten-month period had flown a roundabout 4 hour 
route each way, at an added cost to the airline of one and a quarter 
million dollars. 


While the negative effects of all this outweighed the positive, one 
result has been greater self-reliance by the Jordanian economic 
community. Now that it has redirected orders and gotten into the 
habit of using Aqaba, it will continue to do so, since even if the border 
were opened, there is no confidence in the Syrian Government's main- 
taining a consistent policy toward Amman, Also, the border closure 
limited the outflow of Jordanian capital through spending in Damascus 


and Beirut. 


Though exports have been lower ($34 million in 1970, only $32 
million in 1971) imports have shot upward. Preliminary figures 
show a rise from $183 million in 1970 to $214 million in 1971 and 
the trend appears the same in early 1972. The resulting gigantic 
trade gap, a persistent theme in the country's modern history, 
will probably get worse before it gets better. 


Banking practices remain conservative, and lending policy re- 
strictive, Bank liquidity is high, but lending is held in check by 
tradition, lack of confidence and a desire for quickest possible 
repayment. The major banks in Jordan appeared to be profiting, 
but they paid lower dividends in 1971 than in previous years. The 
smaller Jordanian banks did not expand. Two of the local banks, 
the Cairo-Amman Bank and the Bank of Jordan, were brought under 
the co-direction of the Central Bank of Jordan: the Cairo-Amman 
Bank for lack of sufficient liquidity and the Bank of Jordan for 
differences between the Board of Directors. The former Intra Bank 
was re-opened in January 1972 for operation under a new name, 
Bank Al-Mashrek, and appears to be doing well. 


The country is in the fourth year of an inflationary cycle that has 
been driving up the official cost-of-living indices 6 or 7 percent 
annually, Widespread public complaints recently touched off a 
concerted campaign for higher civil service pay or allowances, and 
although the new budget seems to contain no funds for an across-the- 
board increase, some means of helping those in the lower grades 
will probably be found. One frequently suggested remedy for cooling 
inflation has been to lower customs duties, but the government's need 
for revenue make this impractical. While summer harvests may 
cause food prices to level off for a while, the overall inflationary 
spiral will probably continue at the recent pace. 


Industry Marks Time, Construction Recovers, Real Estate Prospers 


Jordanian industry continued to be stifled in 1971, but some improve- 
ment has been noticed recently. The unsettled area political atmos- 
phere, border closures and uncertainty as to the future contributed to 
a dull industrial economy. The larger Jordanian industries including 
phosphates, cement, and petroleum did not realize the profits of 
previous years. The Phosphate Company suffered a loss, and the 
Jordan Petroleum Refinery Company dipped into its obligatory re- 
serves in order to distribute dividends. The medium size industries, 








including cigarettes, tanning and the Jordan Brewery barely managed 
to cover their operating expenses and profits were minimal. Mean- 
while, the dairy plant and the electric bakery suffered losses, and 
one of the two cigarette companies sold out. Some smaller industries 
suffered similar fates, and the shortage of credit facilities for small 
industry persisted. Stock prices were down and there was insig- 
nificant trade in many local industrial shares (phosphate, bakery, 
paper factory. ) 


In this rather cheerless picture, the Government is attempting to 
assist most of the large and medium size industries. It has drawn up 
a list of projects considered vital to Jordan and deserving of priority 
assistance. Official attempts to encourage investment and to offer 
facilities have not been well coordinated, however, and neither local 
nor foreign investors have yet been tempted. Investment interest has 
been hampered by the relatively small size of the Jordan market, 
especially with the West Bank occupied, and by a lack of confidence. 
Local investors have simply been reluctant to take much risk. 


Construction activity has been rising steadily, however, and has been 
a main source of employment for the Jordan labor force. It has been 
coupled with a spurt in real estate activity this spring, and in the 
desirable sections of Amman land values are up 10 percent or more 
since winter. Movement in this field has usually heralded a general 
change for the better. Real estate is historically one of the favorite 
spheres of investment for Jordanians, including those working abroad, 
planning to return to Jordan some day, and sending their earnings 
back to the country to be invested. The present spate of activity to 
some degree reflects building investment plans of two or three years 
ago delayed by the long internal disorders now ended, and flies in the 
face of steep price rises for construction hardware, lumber and 
household fixtures. 


Other factors also appeared to indicate that perhaps 1972 would be a 
year of recovery, increased productivity and profit taking although 
not exciting in terms of new industry. The May budget announcement 
that the U.S. is contributing at least 50 million dollars to Jordan in 
direct budgetary support restored some confidence. The phosphate 
and cement companies have begun to fulfill some new contracts 
(phosphate to Tanzania, cement to Iraq) and are increasing production. 
The refinery is going ahead with its expansion scheme. The govern- 
ment is moving cautiously but determinedly ahead with plans to improve 
and develop Jordan as a tourist attraction. Shares in a reorganized 
ceramics industry are soon to go on the market. The investment 
regulations for Jordan are being changed to provide for an increase 
in years of /exemption up to nine years with possibility of an additional 
three year extension. 


The Unhealthy State of Government Finance 


The fact that Jordan's budget for 1972 was not announced until late 
May is indicative of the government's financial headaches. (The 
fiscal year coincides with the calendar year.) Estimated domestic 
revenues of $112 million are only 45 percent of budgeted expen- 
ditures and are barely more than projected military outlays alone. 
Foreign subsidies make the situation manageable. Chief con- 
tributers are the U.S., at $50 million, and Saudi Arabia at $45 
million. If Jordan's moderate regime is to retain its basic 
orientation and Jordan's people are to live and progress as they have 
become accustomed over nearly two decades, no letup in this 
immense scale of foreign budgetary support can be foreseen. Few 
deeply thinking persons in Jordan really like their country to be on 
international charity, but all have come to expect it. 


Gone, however, are the 1967-70 ''Khartoum payment" days, for 
while the Saudis consistently honor their pledge made after the June 
1967 war, both Kuwait and Libya ceased payments after Jordan's 
successful September 1970 struggle against the Palestinian fedayeen. 
Jordan considers Libya out for good, and Kuwait very unlikely to 
resume. While Abu Dhabi and Oman have provided minor cash 
support, this is irregular and may or may not continue. The U.S., 
which pumped $45 million into Jordan's 1971 budget in its first such 
direct aid since the 1957-67 period, has again become the country's 
principal financial backer. 


To cope with budgetary deficits that still remain after domestic 
revenues and foreign assistance - last year's shortfall was about 

$25 million and a $34 million deficit is officially forecast for 1972 - 
the Jordan Government is borrowing internally, applying SDRs drawn 
from the IMF and dipping into state reserves. Two long-term bond 
issues of the past twelve months demonstrated the reluctance of the 
private sector to place in government securities its substantial hoard 
of cash savings; commercial banks, provident funds and the Central 
Bank itself took up nearly all the $16. 8 million in those bond offerings, 
and the same experience is expected with a planned $5.6 million issue 
in June 1972. Short-term treasury bills held by commercial banks are 
rolled over regularly, but new issues are currently barred by legal 
restrictions limiting the volume to a specified percentage of the total 
currency in circulation, Government month-by-month cash avail- 
abilities will remain tight. 








Foreign exchange reserves held by the Central Bank totalled $237 
million at the end of March 1972. This is a drop of 5 percent in 

one year's time (it would have been 10 percent but for a $14 million 
windfall increase in reserves attendant to Jordan's decision to stick 
with the parity rate of $2.80 to the dinar during the international 
revaluations of December 1971.) But the present reserve level 

still represents 14 months imports and poses no immediate problems 
even though it is less comfortable than the 18 month margin of 
1968-70. The past two years, in any case, have shown that the 
Jordan dinar can maintain its strength both through extreme internal 
instability and during steady though substantial declines in the level 
of foreign exchange holdings. The latter trend will continue and bears 
watching, but has not yet become detrimental. 


Crop Production Outstanding, But There Are Marketing Worries 


A bumper, near-record harvest of winter crops in 1972 is anticipated, 
This will permit a reduction in wheat imports, eliminate barley 
imports and allow larger quantities of lentils and sesame for export. 
Preliminary production estimates are as follows: wheat - 190,000 
tons, barley - 60,000 tons, vetch - 10,000 tons, and lentils - 25,000 
tons. This conservatively estimated total of 285,000 metric tons 
would compare with 230, 000 tons in 1971, which itself was a good 
crop year. Excellent and wide-spread winter rains account for this 
happy situation. Similarly, the acreage and production of summer 
crops including chickpeas, corn and sesame are expected to increase 
5-10 percent over last year due to the fine spring rains. 


Climatic benefits have also extended to natural pastures, which have 
been substantially rehabilitated. In most normal range areas, grass 
will continue to be available for livestock grazing through June. This 
situation and the availability at reasonable prices of domestically 
produced feedgrain and straw will adequately satisfy livestock feeding 
requirements. 


1972 production of olives and grapes is expected to be excellent. Al- 
though sorne f/ FUha rds were adversely affected in springtime by strong 


wind and cold weather, output may still surpass the average. 


The country's prime irrigated region, the northern Jordan Valley, is 
a natural hothouse of special importance to agriculture. The East 
Ghor Canal permits intensive cultivation there, and the climate allows 
early harvesting of crops at times when other Near East producers 





have little or nothing to offer. Unfortunately, Jordan derived little 
benefit from this advantage in the past winter because of Syrian and 
Iraqi border restrictions. The marketing problem, particularly of 
tomatoes, was severely felt in the upper Valley and in the lowlands 
(Ghor Mazra', Ghor Safi) east and south of the Dead Sea, and part 
of the tomato crop thus went unharvested. Some farmers in the 
East Ghor Canal region shifted to other crops, including cereals, 
in time to reap a harvest. 


Better times for the Jordan Valley may lie ahead. Syria in April 
began to permit imports of Jordanian produce. The Ministry of 
Agriculture has been actively working toward a proper crop rotation 
pattern for the Valley which, among other things, would take marketing 
factors into consideration. The Ministry has been working to improve 
government-to-farmer communication. The government reportedly 
contemplates new laws and regulations to establish crop rotation, and 
may resort to issuing licenses to control acreages planted with certain 
crops. Most significant of all, the government seems to have 
recognized the importance of revitalizing the Valley and developing it 
further, and is making this a keystone of the country's 1973-75 
development planning. It will be seeking outside help for the irrigation 
structures, land and community development work that this entails. 


The Agricultural Credit Corporation (ACC) has increased its lending 
volume. It is rescheduling payments due, in an effort to help East 
Ghor farmers hard hit by the 1968-70 hostilities in the Valley. The 
ACC in January-June 1972 will have approved loans in an amount 
equal to that advanced in the whole of 1971 (approximately $2 million. ) 
About one-fourth of these loans were provided to the farmers in the 
Jordan Valley. The ACC is in the process of submitting a request for 
a third IDA loan in an amount of 3 to 5 million dollars. 


Economic Development Again Vies for Attention 


Jordan is attempting to regain its cohesive development thrust that 
was stopped by the June 1967 war and subsequent domestic security 
problems. Shortly before his November 1971 assassination in Cairo, 
Prime Minister Wasfi Tell directed that a three year (1973-75) 
development plan be drawn up for present-day Jordan, i.e, minus 
the West Bank under Israeli occupation. A team of local experts has 
nearly completed this task and the plan, once it receives ministerial 
and full cabinet approval, will become the country's national policy. 














It will concentrate on agriculture, with industry a strong second 
priority. While attempting to induce local and foreign private in- 
vestment, the plan's success will depend heavily on two factors: 
its appeal to foreign public donors, and Jordan's ability to improve 
the efficiency of project implementation and coordination. 


Parallel with the government's planning efforts, Several major 
donor-backed capital projects have entered the stage of execution 
since a year ago. A $6 million World Bank (IDA)-financed highway 
linking Amman and Zarga and a $6 million AID-financed telephone 
improvement project began last summer. During the winter, work 
started on a $14 million dam across the Zarga River north of Amman 
with financial support from the Kuwait Fund for Arab Economic 
Development. Most ambitious of all is a $42 million, 72-mile rail- 
way construction and modernization project in southern Jordan aimed 
at making possible shipments of phosphates by rail to the port of 
Aqaba; West Germany is financing this, with construction just getting 
started. Other substantial schemes are also being put underway: 
expansion of the Zarqga refinery, a new high-powered radio trans- 
mitter, microwave links to the country's northern and southern 
reaches, and a major World Bank school building/educational equip- 
ment project. 


However, this list is notable for its infrastructure characteristics 
rather than directly and immediately productive enterprises. It is 
giving much new work to contractors, but is short on the type of 
activity most sorely needed: projects that will provide permanent 

new employment, put locally held private savings at direct risk in © 

a productive manner, and add to the domestic output of goods and 

the government's tax base. Progress toward this type of new in- 
vestment is very sketchy, with favorable trends lacking, Their 
development still rests heavily on area political stability and marketing 
prospects. Chances for early progress seem presently to lie in such 
fields as commercial egg production, building materials and glass, 

and tomato processing. 
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IMPLICATIONS FOR THE UNITED STATES 


Improved Environment for U.S. Sales 


The revaluation of the dollar and the closure of the Syrian border 
combined with the 20% penalty on goods imported other than via 
Aqaba have made U.S. goods more competitive. As the dinar re- 
mained keyed to the dollar, most European goods are more ex- 
pensive to purchase. With the Suez Canal also closed, European 
orders must enter Jordan via Aqaba after traveling a distance 
nearly as long as that for goods shipped from the U.S, Eastern 

and Gulf ports. An immeasurable psychological factor making 

U.S. products more competitive is that there is a desire on the 
part of many Jordanian merchants to import from the U.S. if total 
price is competitive or even slightly higher. This desire comes 
from the knowledge that U.S. products are generally superior and 
from the aura created by U.S. support for Jordan - financial, 
military and political. These changes have already led to increased 
inquiries about doing business with the U.S, Food and agricultural 
products, farm machinery, fertilizers, insecticides, and industrial 
machinery have attracted the most interest so far. Pharmaceuticals 
might also find a favorable market. 


The U.S. had approximately 23 percent of the Jordanian market 
during 1971, the largest share in recent memory. If American 

firms take interest and capitalize on the favorable factors mentioned 
above, this percentage (to which "one time" jet aircraft sales made 

a 7 percent contribution difficult to repeat) could be attained regularly, 
indeed, surpassed. 


There are no barriers confronting U.S. products although there are 
regulations which provide some protection for local industry. Even 
some of these regulations were eased during 1971, although tariffs 
on foreign imports remain high - for example, clothing imported 
from abroad has a 200 percent customs tax imposed. 


Peace and security have returned to Jordan making this country 
perhaps the most stable nation in the Eastern Arab World. Confidence 
is slowly returning, and is as essential as anything in achieving a 
definite improvement in the country's economy. The U.S. can take 
advantage of the improving Jordanian market. It is a small market 
where large profits can not be realized quickly. However, invest- 
ment should realize profits over the long haul. Naturally, if there 

is a peaceful settlement of the Arab-Israeli conflict, there will be 
incteased opportunities for American business particularly in the 
tourism field, 


‘ 





Contracting and Investment Opportunities are Moderate 


The only major tenders presently on the horizon are for the ex- 
tension of the Zarga refinery on which no American firms submitted 
bids (European-based subsidiaries of U.S. companies did bid on it), 
the World Bank-financed school program, and a possibility that the 
Jordan Army may replace a significant portion of its rolling stock. 
Opportunities exist for American investment and construction in the 
tourist field where Jordan has extensive plans to develop the Aqaba 
area and other historical sites such as Petra, Azraq, Jerash and 
the Dibbin National Forest. The Jordanians are interested in 
attracting investment for the development of these areas and in 
attracting hotel companies and other tourist related enterprises to 


come to Jordan and erect facilities. There is also an opportunity 

for large scale construction of low cost housing, and pre-fab dwellings 
may have a market. Housing has been a chronic problem, and the 
Jordanians are searching for a means of coping with it. 


* U.S. GOVERNMENT PRINTING OFFICE: 1972—511-594/2 





